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THE FED CUT RATE  BY  25BPS WHILE INTERNAL 

DECISION DIFFERED. MARKETS PRICE IN 02 

ADDITIONAL CUTS TOTALING 50BPS IN 2026.  

At the December meeting (December 10, 2025), the US Federal Reserve (Fed) executed its 

third - interest rate reduction of 2025, lowering the target range for the federal funds rate 

(FFR) from 3.75% –4.00% to 3.50% –3.75% , corresponding to a cut of 25 basis points (bps).  

Broadly, this rate decision offered few surprises to the market; however, ancillary decisions 

regarding liquidity management emerged as the focal point, outlining the roadmap toward 

Quantitative Easing (QE) in 2026.  

Key Decisions from the December Meeting:  

• Rate adjustment:  Lowered the FFR target range by 25bps to 3.50% –3.75% . 

• Repo operations:  Set the Standing Repo Facility rate at 3.75%.  

• Reverse repo (RRP):  Set the Overnight Reverse Repurchase Agreement (ON RRP) 

offering rate at 3.50% with a counterparty limit of US$160bn per day . 

• Balance sheet operations:  The Fed, via the Open Market Trading Desk, plans to 

purchase approximately US$40bn per month  in Treasury bills (T - bills) or Treasury 

securities  with maturities under 3 years. This will be conducted through Reserve 

Management Purchases (RMP)  to maintain ample reserves . 

Summary of FOMC December Economic Projections (SEP):  

• GDP growth:  Projections for 2025 and 2026 were revised upward.  

• Unemployment rate:  Forecasts remained unchanged.  

• Core PCE inflation:  Projections were slightly lowered compared to the September 

meeting.  

• Dot Plot: Expectations for the FFR in 2026 remain unchanged, implying two rate cuts 

totaling 0.50% (50bps) . 

ACBS’s QUICK  COMMENT:  

The Fed's December decision is widely characterized as a "hawkish cut" —easing policy while 

maintaining a vigilant stance on inflation.  

The decision to bolster system liquidity via RMP rather than direct Quantitative Easing (QE) 

partially underscores this assessment. The Fed appears focused on stabilizing short - term 

funding costs, even as long - term yields remain elevated.  While inflation expectations for 

2026 have been revised downward since September, the potential impact of tariffs still 

requires close monitoring.  

Market pricing via Overnight Indexed Swaps (OIS) on December 11 indicates the Fed is 

viewed as one of the few central banks retaining policy space for further easing in 2026, with 

markets pricing in two cuts of 25bps each.  

To sustain growth momentum against headwinds from "Trade War 2.0" and softening drivers 

in key economies (US, EU, China, Japan), many nations have pivoted toward fiscal stimulus.  

Measures include increased government spending, raising public debt ceilings, tax incentives 

for strategic industries, and boosting domestic consumption. This trend is evidenced by the 

persistent rise in long - term government bond yields (10Y+) despite cen tral bank easing 

cycles throughout 2024 –2025. According to Bloomberg, the glob al aggregate index for 10Y+ 
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government bond yields has reached its highest level since 2009, reflecting concerns 

regarding fiscal expansion and unsustainable public debt trajectories in the coming years.  

Implications for Vietnam's Monetary Policy  

The Fed's December cut generally helps alleviate pressure on the USD/VND exchange rate  

by reducing the carry trade appeal of the USD; however, the magnitude of this impact is 

marginal. The interbank exchange rate has cooled slightly, correcting from VND26,366 to 

VND26,347 per USD.  

However, a concern remains that  demand for VND liquidity within the interbank system . 

This liquidity constraint has paradoxically helped mitigate USD/VND volatility in recent days. 

Over the last two weeks, the State Bank of Vietnam (SBV) utilized USD - VND FX swaps three 

times, totaling US$1.5bn, to inject VND liquidity into the interbank s ystem, alongside Open 

Market Operations (OMO) with outstanding volume averaging VND350tn –390tn. The swap  

curve on the interbank market on December 11 continued to steepen a cross all tenors 

compared to the previous session, with the overnight bid - ask spread rising from 3.6% –3.8% 

to 3.7% –4.0%, reflecting a sustained pressure  in the interbank interest rate environment.  

Outlook for 2026:  We assess that pressure on exchange rates and interest rates will persist, 

even with the expectation of two additional Fed cuts next year. The interest rate 

environment is trending upward in both the client - facing (Market 1) and interbank (Market 2) 

marke ts due to the prolonged gap  between deposit and credit growth. This structural 

imbalance has led to temporary liquidity shortages as the room for intervention via current 

channels begins to narrow . 

Implications for the Vietnam Stock Market  

Market reaction in key indices such as the US, Japan, and South Korea was relatively 

muted following the Fed's cautious and widely anticipated move. Most Asian indices are 

currently trading in the negative territory, while futures contracts for the Dow Jones, S&P 

500, and Nasdaq are all pointing lower.  

Domestically, the VN - Index opened lower, with selling pressure concentrated on the 

Vingroup family of stocks on December 10 and 11.  Consequently, we maintain a cautious 

outlook, expecting trading activity to remain lackluster through year - end, driven by declining 

liquidity and an  absence of fresh catalysts to improve sentiment and attract capital flows . 
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Appendix  

Summary of FOMC December Economic Projections  

 
Source : FOMC  

Implied Fed Fund Rates in  2026  

 

Source : Bloomberg    

1.7%

2.3%

4.5%

4.4%

3.0%

2.5%

3.6%

3.4%

0.0% 0.5% 1.0% 1.5% 2.0% 2.5% 3.0% 3.5% 4.0% 4.5% 5.0% 5.5%

GDP 2025

2026

Unemployment
2025

2026

Core PCE inflation
2025

2026

Federal funds rate
2025

2026

Dec-25 Sep-25

0%

1%

2%

3%

4%

5%

6%

T0
1

/1
8

T0
5

/1
8

T0
9

/1
8

T0
1

/1
9

T0
5

/1
9

T0
9

/1
9

T0
1

/2
0

T0
5

/2
0

T0
9

/2
0

T0
1

/2
1

T0
5

/2
1

T0
9

/2
1

T0
1

/2
2

T0
5

/2
2

T0
9

/2
2

T0
1

/2
3

T0
5

/2
3

T0
9

/2
3

T0
1

/2
4

T0
5

/2
4

T0
9

/2
4

T0
1

/2
5

T0
5

/2
5

T0
9

/2
5

T0
1

/2
6

T0
5

/2
6

T0
9

/2
6

Implied Fed Funds Rate

Fed Funds Target Upper Bound Fed Funds Target Lower Bound 12/11/2025

http://www.acbs.com.vn/


 Macro F lash Note  
December 11, 2025  

 

 
ACBS  Research Department  www.acbs.com.vn  5 
Tel: (+84) (8) 3823 4159  (ext: 354)  Bloomberg: ACBS <GO>  
  

 

CONTACTS  

Ho Chi Minh City Head Office  
Leman Tower, 117 Nguyen Dinh Chieu, Xuan Hoa Ward , 
Ho Chi Minh City, Vietnam  
Tel: (+84 28) 7300  1000  
 

Hanoi Office  
10 Phan Chu Trinh, Cua Nam Ward , Ha Noi  
Tel: (+84 24) 3942 9396  

 

RESEARCH DEPARTMENT  
 

Email:  acbs_phantich@acbs.com.vn  
                 trangdm@acbs.com.vn  

 
 

 
INSTITUTIONAL CLIENT DIVISION  

 

Director  
Huong Chu  
(+84 28) 7300 7000 (x1083)  
huongctk@acbs.com.vn  
groupis@acbs.com.vn  
 

Manager – Trading  
Huynh Nguyen  
(+84 28) 7300 6879 (x1088)  
huynhntn@acbs.com.vn  

   

 

  

http://www.acbs.com.vn/
mailto:acbs_phantich@acbs.com.vn
mailto:trangdm@acbs.com.vn
mailto:dungln.hso@acbs.com.vn
mailto:groupis@acbs.com.vn
mailto:huynhntn@acbs.com.vn


 Macro F lash Note  
December 11, 2025  

 

 
ACBS  Research Department  www.acbs.com.vn  6 
Tel: (+84) (8) 3823 4159  (ext: 354)  Bloomberg: ACBS <GO>  
  

 

DISCLAIMER  
Analyst Certification(s)  
 

We, the author(s) of this report, hereby certify (1) that the views expressed in this research report accurately reflect our personal views about 
any or all of the subject securities or issuers referred to in this research report and (2) no part of our com pensation was, is, or will be directly or 
indirectly related to the specific recommendations or views expressed in this research report.  
 

Important Disclosures  
 

ACBS and/or an affiliate thereof (hereby collectively called ACBS) did or may seek to do business with companies covered in t his report as its 
routine business. ACBS's proprietary trading accounts may have a position in such companies’ securities. As a res ult, the investor should be 
aware that ACBS may have a conflict of interest from time to time.  
ACBS produces a variety of research products including, but not limited to, fundamental analysis, equity - linked analysis, quantitative analysis, 
and trade ideas. Recommendations contained in one type of research product may differ from recommendations cont ained in other types of 
research products, whether as a result of differing time horizons, methodologies, or otherwise.  
 

Disclaimer  
 

This report is provided for information purposes only. ACBS makes no express or implied warranties, and expressly disclaims a ll warranties of 
merchantability or fitness for a particular purpose or use with respect to any data included in this report. ACBS will not treat unauthorized 
recipients of this report as its clients. Prices shown (if any) are indicative and ACBS is not offering to buy or sell or sol iciting offers to buy or sell 
any financial instrument. Without limiting any of the foregoing and to th e extent permitted by law, in no event shall ACBS, nor any affiliate, 
nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, punitive, ind irect, or 
consequential damages; or (b) any lost profits, los t revenue, loss of anticipated savings or loss of opportunity or other financial loss, even 
if notified of the possibility of such damages, arising from any use of this report or its contents . Other than disclosures relating to ACBS, 
the information contai ned in this report has been obtained from sources that ACBS believes to be reliable, but ACBS does not represent or 
warrant that it is accurate or complete. The views in this report are subject to change, and ACBS has no obligation to update  its opinions o r 
the information in this report.  
Some parts of this report reflect the assumptions, views and analytical methods of the analysts who prepared them, and ACBS i s not 
responsible for any error of their works and assumptions. ACBS may have issued, and may in the future issue, other reports th at are 
inconsistent with, and reach different conclusions from, the information presented in this report.  
The analyst recommendations in this report reflect solely and exclusively those of the author(s), and such opinions were prep ared 
independently of any other interests, including those of ACBS. This report does not constitute personal investment advice or take into 
account the individual financial circumstances or objectives of the investors who receive it. The securities discussed herein  may not be suitable 
for all investors. ACBS recommends that investors independently evaluate each issuer, securities or i nstrument discussed herein and consult 
any independent advisors they believe necessary. The value of and income from any investment may fluctuate from day to day as  a result of 
changes in relevant economic markets (including changes in market liquidity). T he information herein is not intended to predict actual results, 
which may differ substantially from those reflected. Past performance is not necessarily indicative of future results.  
This report may not be distributed to the public media or used by the public media without prior written consent of ACBS. Oth erwise it 
will be considered as illegal. The breacher shall compensate fully to ACBS any loss or damage which arises from such brea ch (if any).  
In the event that the distribution and/or receipt of this report is prohibited by the investor’s jurisdiction, the investor s hall dismiss this report 
immediately otherwise it will be at his/her own risks.  
ACBS does not provide tax advice and nothing contained herein should be construed to be tax advice. Accordingly, the investor s should seek 
advice based on their particular circumstances from an independent tax advisor. This report may contain links to thir d- party websites. ACBS 
is not responsible for the content of any third - party website or any linked content contained in a third - party website. Content contained on 
such third - party websites is not part of this report and is not incorporated by reference in to this report. The inclusion of a link in this report 
does not imply any endorsement by ACBS. Access to any third - party website is at the investor’s own risks, and the investor should always 
review the terms and privacy policies at third - party websites be fore submitting any personal information to them. ACBS is not responsible for 
such terms and privacy policies and expressly disclaims any liability for them.  
© Copyright ACBS (202 5). All rights reserved. No part of this report may be reproduced in any manner without the prior written 
permission of ACBS.  
 

http://www.acbs.com.vn/

